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1. IMF REPS NOW IN CAIRO HAVE, ON BASIS VERY PRELIMINARY 
EXAMINATION OF STATE OF ECONOMY, EXPRESSED CONCERN ABOUT 
EGYPT'S ABILITY TO SURMOUNT CURRENT LIQUIDITY CRISIS. 

PHRASE THEY USE IS "BANKRUPTCY", RESULTING FROM OVERLAY 
OF SHORT-TERM INDEBTEDNESS ON ALREADY SERIOUS BURDEN 
OF LONG-TERM DEBT SERVICING REQUIREMENTS. BEST HOPE 
FOR ESCAPE, THEY FEEL, WOULD BE ASSUMPTION OF SHORT-TERM 
COMMITMENTS BY OTHER ARABS THROUGH EXTENSION OF LONG-TERM 
LOAN TO EGYPT AT REASONABLE (READ NON-COMMERCIAL) RATE OF 
INTEREST. THIS COULD BEST BE DONE UNDER UMBRELLA 
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IN CONTEXT OF INTERNATIONAL ASSISTANCE CONSORTIUM. SUBJECT 
HAS EVIDENTLY NOT BEEN RAISED WITH ARABS, OR AT LEAST 
NOT TO KNOWLEDGE OF IMF PERSONNEL HERE. 

2. COMMENT: IN HIS INTERVIEW WITH AL SIYASSA (REF B), 

PRESIDENT SADAT SAID THAT FOREIGN EXCHANGE RESERVES CARRIED 
OVER FROM 1974 TO CURRENT BUDGET WERE EQUAL TO ONLY 

LE 30,000 OUT OF PLANNED FOREX EXPENDITURES FOR THIS YEAR 
OF LE 3 BILLION. DEFICIT WAS AVOIDED BECAUSE SAUDI ARABIA. 
KUWAIT. QATAR AND ABU DHABI HONORED THEIR COMMITMENTS 
UNDER THE RABAT SUMMIT DECISIONS. 

3. FORMER PRIMIN HEGAZY. IN APRIL 2 MEETING WITH CODEL 
O'NEILL, SAID EGYPT HAD SUSTAINED DEFICITS IN BOTH TRADE AND 
PAYMENTS BALANCES. SURPLUS MENTIONED BY PRES SADAT IS 
HARDLY A SIGNIFICANT DIFFERENCE WHEN MEASURED AGAINST 
ESTIMATES OF OBSERVERS HERE THAT TRADE DEFICIT WAS IN 
NEIGHBORHOOD OF LE 1 BIT,! JON. 

4. EXACT STATE OF THE ECONOMY IS NOT KNOW BY MANY 
OUTSIDE GOE, BUR RUMORS OF CRISES PERSIST. LATEST 

HERE IN CAIRO IS THAT GOVERNMENT WILL NOT BE ABLE TO MEET 
MAY PAYROLLS. WHILE THIS PROBABLY NOT LIKELY, IT CLEARLY DOES 
NOT CONTRIBUTE A FEELING OF CONFIDENCE IN THE ECONOMIC 
STABILITY OF THE COUNTRY. 
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